OFFICIAL STATEMENT DATED NOVEMBER 15, 2004

$11,070,000

Idaho Bond Bank Authority
Revenue Bonds, Series 2004A

DATED: Date of Delivery DUE: September 1, as shown on the inside cover
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BOOK ENTRY ONLY — The Idaho Bond Bank Authority Revenue Bonds, Series 2004A (the “Series 2004A Bonds”) will be issued as fully
registered obligations under a book-entry only system, registered in the name of Cede & Co., as owner and nominee for The Depository
Trust Company (“DTC”). DTC will act as initial securities depository for the Series 2004A Bonds. Individual purchases of the Series 2004A
Bonds will be made in book-entry form through DTC in denominations of $5,000 or any integral multiples thereof. Purchasers will not
receive certificates representing their interest in the Series 2004A Bonds purchased.

ISSUERS AND PURPOSE — The Idaho Bond Bank Authority (“Authority”) is the issuer of the Series 2004A Bonds through the Idaho Bond
Bank Authority Act, Title 67, Chapter 87, Idaho Code, as amended (the “Act”) pursuant to a master trust agreement between the Authority
and U.S. Bank National Association (the “Trustee”), dated as of December 1, 2004 (the “Master Trust Agreement”) and a first supplemental
trust agreement between the Authority and the Trustee dated as of December 1, 2004 (the “First Supplemental Trust Agreement” and,
collectively with the Master Trust Agreement, the “Trust Agreement”). Proceeds of the Series 2004A Bonds will be used by the Authority to
make loans (the “Loans”) to certain Idaho cities (collectively, the “Participants”) in order to achieve savings in debt service by refunding
loans (the “Prior Loans”) currently outstanding with the Department of Environmental Quality of the State of Idaho (“DEQ”), as more fully
described herein. See “Purpose and Use of Proceeds” herein. The Authority and each Participant will enter into a Loan Agreement dated as
of December 1, 2004 to provide for the repayment of the Loans from System Net Revenues, as described herein. The Participants are
authorized to enter into future obligations with parity or subordinate liens on their System Net Revenues, as defined herein, including loans
with the Authority and with DEQ. In addition, some of the Participants have outstanding obligations with parity or senior liens on their
System Net Revenues.

THE SERIES 2004A BONDS AND THE LOANS — The Series 2004A Bonds are revenue bonds of the Authority. The Loans constitute loans
from the Authority to the Participants.

SECURITY —The Bonds are limited obligations of the Authority and the interest thereon, principal thereof and premiums, if any, are
payable solely from (i) all amounts payable to the Authority pursuant to the Loan Agreements, (i) all investment earnings on amounts held
by the Trustee pursuant to the Trust Agreement, (iii) moneys intercepted by the Authority from monies due to the Participants from the State
pursuant to Section 67-8727, Idaho Code, (iv) State Sales Tax Revenues, defined herein, and (v) all other moneys received by the Authority
and designated by the Authority as Revenues (collectively, the “Revenues”). All of the Bonds are equally secured by a pledge of and charge
and lien upon the Revenues, and in trust as security for the payment of the interest on and principal of and redemption premiums, if any, on
the Bonds as provided under the Trust Agreement. This pledge constitutes a pledge of and charge and lien upon the Revenues on a parity
with Funded Debt, if any, as defined herein, and all other moneys on deposit in the funds and accounts established under the Trust
Agreement (excluding amounts on deposit in the Rebate Fund) for the payment of the interest on and principal of the Bonds. The pledge of
and charge and lien upon State Sales Tax Revenues, however, is subordinate to certain bonds outstanding on the effective date of the Act
secured by State Sales Tax Moneys and State tax anticipation notes currently outstanding or subsequently issued pursuant to Section 63-3202,
Idaho Code, as amended. THE BONDS ARE NOT A DEBT OF THE STATE OR ANY OF ITS POLITICAL SUBDIVISIONS, AND NEITHER
THE STATE NOR ANY OF ITS POLITICAL SUBDIVISIONS IS LIABLE THEREON, NOR IN ANY EVENT SHALL THE BONDS BE
PAYABLE OUT OF ANY FUNDS OR PROPERTIES OTHER THAN THOSE OF THE AUTHORITY AS PROVIDED UNDER THE TRUST
AGREEMENT AND THE ACT. THE BONDS DO NOT CONSTITUTE INDEBTEDNESS WITHIN THE MEANING OF ANY
CONSTITUTIONAL OR STATUTORY LIMITATION OR RESTRICTION.

Payment of the principal of and interest on the Series 2004A Bonds when due will be insured by a financial guaranty insurance policy to be
issued by Ambac Assurance Corporation simultaneously with the delivery of the Series 2004A Bonds. See the caption “Financial Guaranty

Insurance” herein.
Ambac

PRINCIPAL AND INTEREST PAYMENTS — The principal of and premium, if any, and interest on the Series 2004A Bonds will be payable by
the Trustee, solely from any amounts available in the funds and accounts established under the Loan Agreement and the Trust Agreement
described herein, to DTC which, in turn, will remit such principal and interest to the DTC Participants, defined herein, for subsequent
disbursement to the beneficial owners of the Series 2004A Bonds. Interest on the Series 2004A Bonds will be payable on March 1, 2005 and
semiannually thereafter on March 1 and September 1 of each year until maturity or redemption.

MATURITY SCHEDULE — SEE INSIDE COVER

REDEMPTION — The Series 2004A Bonds are subject to redemption as further described herein.

TAX MATTERS — In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, based upon an analysis of existing laws, regulations, rulings and
court decisions, and assuming, among other matters, the accuracy of certain representations and compliance with certain covenants, interest on the Series
2004A Bonds is excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986, and is exempt from
State of Idaho personal income taxes. In the further opinion of Bond Counsel, interest on the Series 2004A Bonds is not a specific preference item for
purposes of the federal individual or corporate alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted
current earnings when calculating corporate alternative minimum taxable income. Bond Counsel expresses no opinion regarding any other tax
consequences related to the ownership or disposition of, or the accrual or receipt of interest on, the Series 2004A Bonds. See “Tax Matters.”

DELIVERY — The Series 2004A Bonds are offered for sale to the Underwriter subject to receiving the final approving legal opinion of Orrick,
Herrington & Sutcliffe LLP, Bond Counsel, and certain other conditions. Certain legal matters with respect to the Loan Agreements will be
passed on for the Participants by Moore Smith Buxton & Turcke, Chartered, Boise, Idaho, special counsel to the Authority. Certain legal
matters will be passed on for the Underwriter by its counsel, Skinner Fawcett, Boise, Idaho. It is expected that the Series 2004A Bonds will be
available for delivery to the Trustee for Fast Automated Securities Transfer on behalf of DTC on or about December 1, 2004.

This cover page contains certain information for quick rgference only. It is not a summary of the issue. Investors must read the entire Official Statement to
obtain information essential to the making of an informed investment decision.
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MATURITY SCHEDULE —

Due Interest CUSIP No. Due Interest CUSIP No.
1-Sep Amounts Rates Yield 451152 1-Sep Amounts Rates Yield 451152
2005 $ 710,000 2500%  1.94% AAQ 2014 $ 850,000 5.000%  3.70% AKS8
2006 735,000 3.000% 2.14% AB8 2015% 725,000 5.000%  3.80% AL6
2007 750,000 3.000%  2.29% AC6 2016 315,000 5.000%  3.89% AM4
2008 785,000 3.000%  2.52% AD4 2017 330,000 3.800%  3.98% AN2
2009 800,000 5.000% 2.84% AE2 2018 345,000 4.000%  4.06% AP7
2010 845,000 5.000% 3.14% AF9 2019 320,000 4.000%  4.14% AQ5
2011 885,000 5.000%  3.29% AG7 2020 335,000 4.100%  4.22% AR3
2012 930,000 5.000%  3.46% AH5 2021 300,000 4.200%  4.30% AS1
2013 975,000 5.000%  3.59% AJl 2022 135,000 4300%  4.37% AT9

(1) Priced to the call date.

This Official Statement does not constitute an offer to sell the Series 2004A Bonds in any jurisdiction in which or to
a person to whom it is unlawful to make such an offer. No dealer, salesperson or other person has been authorized
by the Authority, the Participants or the Underwriter to give any information or to make any representations, other
than those contained herein, in connection with the offering of the Series 2004A Bonds and, if given or made, such
information or representations must not be relied upon. The information and expressions of opinion herein are
subject to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder
will, under any circumstances, create an implication that there has been no change in the affairs of the Participants
or the Authority since the date hereof. This Official Statement is not to be construed as a contract with the
Purchasers of the Series 2004A Bonds.

The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has
reviewed the information in this Official Statement in accordance with, and as part of, its responsibility to investors
under the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriter
does not guarantee the accuracy or completeness of such information.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER ALLOT OR EFFECT
TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE SERIES 2004A
BONDS AT LEVELS ABOVE THOSE WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.
SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT

$11,070,000
Idaho Bond Bank Authority
Revenue Bonds, Series 2004A

Definitions

Unless the context otherwise requires, the terms used in this Official Statement shall have the meanings
specified in Appendix A, attached hereto.

The Idaho Bond Bank Authority

The Idaho Bond Bank Authority, an independent public body corporate and politic created by the Idaho State
Legislature in 2001, is an instrumentality of the State of Idaho within the State Treasurer’s Office. An
authorizing amendment to the Idaho Constitution was adopted in 2000, enabling legislation that was passed in
the 2001 Legislative Session. Title 67, Chapter 87, of the Idaho Code authorizes and empowers the Authority
to issue bonds for the purpose of purchasing municipal bonds, including loans undertaken by municipalities
for any purpose authorized by law.

The Authority is administered by a board consisting of the Idaho State Treasurer or his designee, one member
of the Senate, one member of the House of Representatives, and two members appointed by the governor (the
“Board”). Current Board members and their terms are as follows:

Idaho Bond Bank Board Members

Expiration
Member Occupation Term of Office of Term
John Sandy, Chair Consultant Indefinite -
Bart Davis State Senator Two years 11/30/04
Bill Deal, Sr. State Representative Four years 07/01/08
Lee Gagner Home Builder Two years 11/30/04
Ken Harward Association of Idaho Cities Four years 07/01/08
Introduction

The Authority is furnishing this Official Statement to provide information in connection with the issuance of
$11,070,000 aggregate principal amount of Idaho Bond Bank Authority Revenue Bonds, Series 2004A issued
pursuant to a master trust agreement dated as of December 1, 2004 (the “Master Trust Agreement”) between
the Authority and U.S. Bank National Association as trustee and a first supplemental trust agreement dated as
of December 1, 2004 between the Authority and the Trustee (the “First Supplemental Trust Agreement” and,
collectively with the Master Trust Agreement, the “Trust Agreement”).

This Official Statement, which includes the cover page, inside cover and appendices, provides information
concerning each of the Idaho cities shown on the inside cover page of this Official Statement (the
“Participants”), the Loans and the Series 2004A Bonds. Certain capitalized words and phrases used in this
Official Statement have the meanings as defined in the Loan Agreements or Trust Agreement, described herein
and summarized as Appendix E hereto.



Authority for Issuance and Use of Proceeds of the Series 2004A Bonds

The Series 2004A Bonds are being issued by the Authority pursuant to the Act. The proceeds of the Series
2004A Bonds are to be applied by the Authority to acquire sewer revenue loans (collectively, the “Loans”)
made by the Authority pursuant to the Act to each of the Participants.

Authorizing Resolutions were approved by the governing body of each of the Participants (the “Resolutions”).
The Resolutions authorized each of the Participants to execute a loan agreement with the Authority dated as of
December 1, 2004 (each, a “Loan Agreement” and collectively, the “Loan Agreements”). Each Loan
Agreement is payable from System Net Revenues, as hereinafter described. The Participants will use the
proceeds of the Loans and other legally available funds to repay in full the outstanding loans (the “Prior
Loans”) with the Department of Environmental Quality of the State of Idaho to achieve a debt service savings.

The Prior Loans between DEQ and the Participants were provided for under the Water Pollution Abatement
Act, Idaho Code, Title 39, Chapter 36 (the “Wastewater Law”) to finance certain sewer utility system (the
“System”) improvements.

The Participants are authorized to execute future obligations with parity or subordinate liens on their System
Net Revenues, including loans with the Authority and with DEQ. In addition, some of the Participants have
outstanding obligations with parity or senior liens on the revenues generated from ownership and operation of
their System after the deduction of certain operation and maintenance expenses (the “System Net Revenues”).
See “Security for the Series 2004A Bonds -- Additional Obligations of Participants” herein.

Security and Sources of Payment of the Series 2004A Bonds

The Bonds are limited obligations of the Authority and the interest thereon, principal thereof and premiumes, if
any, are payable solely from (i) all amounts payable to the Authority pursuant to the Loan Agreements, (ii) all
investment earnings on amounts held by the Trustee pursuant to the Trust Agreement, (iii) moneys intercepted
by the Authority from monies due to the Participants from the State pursuant to Section 67-8727, Idaho Code,
(iv) State Sales Tax Revenues, and (v) all other moneys received by the Authority and designated by the
Authority as Revenues (collectively, the “Revenues”). All of the Bonds are equally secured by a pledge of and
charge and lien upon the Revenues, and in trust as security for the payment of the interest on and principal of
and redemption premiums, if any, on the Bonds as provided under the Trust Agreement. This pledge
constitutes a pledge of and charge and lien upon the Revenues on a parity with Funded Debt, if any, as
defined herein, and all other moneys on deposit in the funds and accounts established under the Trust
Agreement (excluding amounts on deposit in the Rebate Fund) for the payment of the interest on and principal
of the Bonds. The pledge of and charge and lien upon State Sales Tax Revenues, however, is subordinate to
certain bonds outstanding on the effective date of the Act secured by State Sales Tax Moneys and tax
anticipation notes currently outstanding or subsequently issued pursuant to Section 63-3202, Idaho Code, as
amended. See “Security for the Series 2004A Bonds” herein.

The Bonds are not a debt of the State or any of its political subdivisions, and neither the State nor any of its
political subdivisions is liable thereon, nor in any event shall the Bonds be payable out of any funds or
properties other than those of the Authority as provided under the Trust Agreement and the Act. The Bonds
do not constitute indebtedness within the meaning of any constitutional or statutory limitation or restriction.



Description of the Series 2004A Bonds

Principal Amounts, Date, Interest Rates and Maturities

The Series 2004A Bonds will be issued in the aggregate principal amount of $11,070,000, will be dated and bear
interest from their date of delivery to the Underwriter, and will mature on the dates and in the principal
amounts set forth on the inside cover page of this Official Statement. Interest on the Series 2004A Bonds will
be payable on March 1, 2005 and semiannually thereafter on March 1 and September 1 of each year until
maturity or redemption (each March 1 and September 1 is referred to herein as the “Interest Payment Date”).

Interest will be computed on the basis of a 360-day year comprised of twelve 30-day months.

Idaho Bond Bank Authority
Revenue Bonds, Series 2004A
Projected Debt Service Schedule

Fiscal Year
Ending June 30 Principal Interest Debt Service

2005 $ 0 5 118,345  $ 118,345
2006 710,000 464,505 1,174,505
2007 735,000 444,605 1,179,605
2008 750,000 422,330 1,172,330
2009 785,000 399,305 1,184,305
2010 800,000 367,530 1,167,530
2011 845,000 326,405 1,171,405
2012 885,000 283,155 1,168,155
2013 930,000 237,780 1,167,780
2014 975,000 190,155 1,165,155
2015 850,000 144,530 994,530
2016 725,000 105,155 830,155
2017 315,000 79,155 394,155
2018 330,000 65,010 395,010
2019 345,000 51,840 396,840
2020 320,000 38,540 358,540
2021 335,000 25,273 360,273
2022 300,000 12,105 312,105
135,000 2,903 137,903

$ 11,070,000 $ 3,778,625 % 14,848,625

NOTE: Columns may not foot due to rounding. Debt service schedules for each of the Participant’s Loans are attached as

part of Appendices F through L to this Official Statement.

Sources and Uses of Funds

The proceeds of the Series 2004A Bonds are to be applied by or on behalf of the Authority to loan to the
Participants in the amount identified in each of the Participants” Loan Agreements. The proceeds of the Series

2004A Bonds are expected to be applied as follows:




Sources and Uses of Funds

Sources of Funds Total
Principal Amount $ 11,070,000
Parma Cash Contribution 11,476
Net Original Issue Premium 655,082
Total Sources of Funds $ 11,736,558
Uses of Funds
Transfer for payment of Prior Loans to DEQ $ 11,508,600
Underwriter’s Discount, Costs of Issuance,

Insurance Premium, State Expenses and Contingency 227,959
Total Use of Funds $ 11,736,558

The Trustee

The Authority has appointed U.S. Bank National Association, a national banking association organized under
the laws of the United States, to serve as Trustee for the Series 2004A Bonds. The Trustee is to carry out those
duties assignable to and accepted by it under the Trust Agreement. Except for the contents of this section and
the description of the Trustee’s responsibilities under the Trust Agreement, the Trustee has not reviewed or
participated in the preparation of this Official Statement and does not assume any responsibility for the nature,
completeness, contents or accuracy of the Official Statement.

Furthermore, the Trustee has no oversight responsibility, and is not accountable, for the use or application by
the Authority of any of the Series 2004A Bonds authenticated or delivered pursuant to the Trust Agreement or
for the use or application of the proceeds of such Series 2004A Bonds by the Authority. The Trustee has not
evaluated the risks, benefits, or propriety of any investment in the Series 2004A Bonds and makes no
representation, and has reached no conclusions, regarding the value or condition of any assets pledged or
assigned as security for the Series 2004A Bonds, the technical or financial feasibility of the Projects, or the
investment quality of the Series 2004A Bonds, about all of which the Trustee expresses no opinion and
expressly disclaims the expertise to evaluate.

Additional information about the Trustee and its services may be found at U.S. Bank’s website at
http:/ /www.usbank.com/corporatetrust.

The U.S. Bank website is not incorporated into this Official Statement by such reference and is not a part
hereof.

Book-Entry Registration

The Series 2004A Bonds are issuable as fully registered obligations and, when issued, will be registered in the
name of Cede & Co. as Owner and as nominee for The Depository Trust Company (“DTC”), New York, New
York. DTC will act as securities depository for the Series 2004A Bonds. Individual purchases and sales of the
Series 2004A Bonds may be made in book-entry form only in minimum denominations of $5,000 within a
single maturity and integral multiples thereof. Purchasers (“Beneficial Owners”) will not receive certificates
representing their interest in the Series 2004A Bonds.

The ownership of one fully registered certificate for each maturity of the Series 2004A Bonds, as set forth on
the inside cover page of this Official Statement, each in the aggregate principal amount of the Series 2004A
Bonds of such maturity, will be registered in the name of Cede & Co., as nominee for DTC.

The principal of and premium, if any, and interest on the Series 2004A Bonds will be payable by the Trustee to
DTC, which, in turn, will be obligated to remit such principal, premium and interest to its participants for
subsequent disbursement to the Beneficial Owners of the Series 2004A Bonds, as further described in
Appendix C attached hereto.



Notwithstanding any other provision to the contrary, so long as all Series 2004A Bonds Outstanding are
registered in the name of any nominee of DTC, all payments with respect to the principal of and premium, if
any, and interest on each such Series 2004A Bond and all notices with respect to each such Series 2004A Bond
shall be made and given, respectively, to DTC as provided in or pursuant to the Representation Letter.

Procedure in the Event of Discontinuation of Book-Entry Transfer System

In the event that the Authority determines that the Series 2004A Bonds should not be maintained in book-entry
form, the Trustee shall, upon the written instruction of the Authority, notify DTC, whereupon DTC shall notify
the Participants of the availability through DTC of bond certificates. In such event, the Series 2004A Bonds
will be transferable upon receipt by the Trustee from the registered owner thereof of the Series 2004A Bonds to
be transferred or exchanged and appropriate instruments of transfer to the permitted transferee. If at any time
DTC shall no longer be registered or in good standing under the Securities Exchange Act or other applicable
statute or regulation and a successor securities depository is not appointed by the Authority within 90 days
after the Authority receives notice or becomes aware of such condition, as the case may be, then the Authority
shall execute and the Trustee shall authenticate and deliver certificates representing the Series 2004A Bonds. If
the Series 2004A Bonds cease to be in book-entry only form, the Trustee is required to mail by first class mail,
postage prepaid, each interest payment on the Interest Payment Date (or the next Business Day if the Interest
Payment Date is not a Business Day) to the name and address of the Owners as they appear on the Series
2004A Bond register as of the Record Date. Principal of each Series 2004A Bond shall be paid only on or after
the stated maturity date thereof or date fixed for earlier prepayment thereof, and then only upon presentation
and surrender of such Series 2004A Bond to the Trustee at its principal corporate trust operations office in St.
Paul, Minnesota.

Any Series 2004A Bond may, in accordance with its terms, be transferred by the person in whose name it is
registered in the books required to be kept by the Trustee upon surrender of such Bond for cancellation
accompanied by delivery of a duly executed written instrument of transfer in a form acceptable to the Trustee.
Whenever any Series 2004A Bond shall be surrendered for transfer, the Authority shall execute and the Trustee
shall authenticate and deliver to the transferee a new Series 2004A Bond and maturity for a like aggregate
principal amount of in $5,000 denominations or integral multiples thereof. The Trustee shall require the
payment by the Bond Owner requesting such transfer of any tax or other governmental charge required to be
paid with respect to such transfer as a condition precedent to the exercise of such privilege.

Redemption Provisions

Optional Redemption. The Series 2004A Bonds maturing on or prior to September 1, 2014, are not subject to
optional redemption. The Series 2004A Bonds maturing on and after September 1, 2015, are subject to optional
redemption prior to maturity at the written direction of the Authority, from any moneys deposited by the
Authority, as a whole or in part on any date on or after September 1, 2014, and among such maturities as are
designated by the Authority to the Trustee, at the price of par, plus accrued interest, if any, to the date of
redemption.

As provided in the Loan Agreements, Participants may prepay their Repayment Installments. The principal
component of the Repayment Installments to be prepaid by a Participant is required to correspond in amount
and maturity date to the Series 2004A Bonds related to such Participant’s Loan Agreement.

Notice of Redemption (No Book-Entry). Notice of redemption shall be mailed by first-class mail by the Trustee,
not less than 30 nor more than 60 days prior to the redemption date to (i) the respective Bond Owners of the
Bonds designated for redemption at their addresses appearing on the registration books of the Trustee, (ii) the
Securities Depositories and (iii) one or more Information Services. Each notice of redemption shall state that
on said date there will become due and payable on each of said Bonds the redemption price thereof, together
with interest accrued thereon to the redemption date, and that from and after such redemption date interest
thereon shall cease to accrue, and shall require that such Bonds be then surrendered at the address of the
Trustee specified in the redemption notice. Failure to receive such notice or any defect in such notice shall not
invalidate any of the proceedings taken in connection with such redemption.



Continuing Disclosure

Securities and Exchange Commission Rule 15¢2-12 (the “Rule”) requires at least annual disclosure of current
financial information and timely disclosure of certain events with respect to the Bonds and the Loans, if
material. Pursuant to the Rule, the Authority and the Participants have agreed to provide, or cause to be
provided, to each nationally recognized municipal securities information repository or DisclosureUSA, and to
the appropriate state information depository, if any, audited financial information of the Participants and
certain financial information or operating data. In addition, the Authority and the Participants have agreed to
provide, or cause to be provided, to the NRMSIRs or to the Municipal Securities Rulemaking Board and to the
state information repository, if any, notice of certain events, pursuant to the requirements of Section (b)(5)(i) of
the Rule.

The form of the Continuing Disclosure Agreement between the Authority and the Trustee as dissemination
agent is included in Appendix D, attached hereto. The form of the continuing disclosure agreement for the
Participants is included as Section 5.9 of the Loan Agreement. A summary of the Loan Agreements is
attached to this Official Statement as Appendix E.

A failure by the Authority or a Participant to comply with a continuing disclosure undertaking as set forth in
their continuing disclosure agreements will not constitute an event of default under the Trust Agreement or a
Loan Agreement and owners of the Series 2004A Bonds are limited to the remedies described in the related
undertakings referenced above. A failure by the Authority or a Participant to comply with a continuing
disclosure undertaking must be reported in accordance with the Rule and must be considered by any broker,
dealer or municipal securities dealer before recommending the purchase or sale of the Series 2004A Bonds in
the secondary market. Consequently, such a failure may adversely affect the transferability and liquidity of
the Series 2004A Bonds and their market price.

Security for the Series 2004A Bonds

General

The Bonds are limited obligations of the Authority and the interest thereon, principal thereof and premiums, if
any, are payable solely from (i) all amounts payable to the Authority pursuant to the Loan Agreements, (ii) all
investment earnings on amounts held by the Trustee pursuant to the Trust Agreement, (iii) moneys intercepted
by the Authority from monies due to the Participants from the State pursuant to Section 67-8727, Idaho Code,
(iv) State Sales Tax Revenues, and (v) all other moneys received by the Authority and designated by the
Authority as Revenues. The pledge in Section 67-8716(4), Idaho Code, provides that the State will not alter or
limit the pledge of sales tax revenues from the sales tax account of the State (the “Sales Tax Account”) until the
Bonds are paid in full. All of the Bonds are equally secured by a pledge of and charge and lien upon the
Revenues, and in trust as security for the payment of the interest on and principal of and redemption
premiums, if any, on the Bonds as provided under the Trust Agreement. This pledge shall constitute a pledge
of and charge and lien upon the Revenues on parity with Funded Debt, if any, and all other moneys on deposit
in the funds and accounts established under the Trust Agreement (excluding amounts on deposit in the Rebate
Fund) for the payment of the interest on and principal of the Bonds. The pledge of and charge and lien upon
State Sales Tax Revenues, however, is subordinate to certain bonds outstanding on the effective date of the Act
secured by State Sales Tax Moneys and State tax anticipation notes currently outstanding or subsequently
issued pursuant to Section 63-3202, Idaho Code. See “Appendix E -- Summary of the Trust Agreement and the
Form of Loan Agreement” attached hereto.

The Bonds are not a debt of the State or any of its political subdivisions, and neither the State nor any of its
political subdivisions is liable thereon, nor in any event shall the Bonds be payable out of any funds or
properties other than those of the Authority as provided under the Trust Agreement and the Act. The Bonds
do not constitute indebtedness within the meaning of any constitutional or statutory limitation or restriction.



PURSUANT TO SECTION 67-8724 OF THE ACT, THE STATE HAS PLEDGED NOT TO IMPAIR
BONDHOLDER RIGHTS UNDER SECTION 67-8724 OF THE ACT. THE STATE ALSO PLEDGES AND
AGREES WITH THE OWNERS OF THE BONDS, PURSUANT TO SECTION 67-8724 OF THE IDAHO CODE,
THAT THE STATE WILL NOT LIMIT OR ALTER THE RIGHTS VESTED IN THE AUTHORITY BY THE ACT
TO FULFILL THE TERMS OF ANY AGREEMENTS MADE WITH SUCH OWNERS, OR IN ANY WAY
IMPAIR THE SECURITY, RIGHTS OR REMEDIES OF THE OWNERS OF THE BONDS UNTIL THE BONDS,
TOGETHER WITH INTEREST THEREON, ARE FULLY PAID AND DISCHARGED. THE STATE PLEDGES
TO AND AGREES WITH THE OWNERS OF THE BONDS THAT THE STATE WILL NOT ALTER, IMPAIR
OR LIMIT THE RIGHTS VESTED BY THE SALES TAX ACCOUNT PLEDGE PROVIDED IN SECTIONS 67-
8716 AND 63-3638, IDAHO CODE, WITH RESPECT TO THE BONDS UNTIL THE BONDS, TOGETHER
WITH APPLICABLE INTEREST, ARE FULLY PAID AND DISCHARGED. THE AUTHORITY IS
AUTHORIZED TO INCLUDE THIS PLEDGE AND AGREEMENT IN ANY INDENTURE, TRUST
AGREEMENT OR OTHER AGREEMENT WITH THE HOLDERS OF SUCH BONDS. THIS PLEDGE HAS
BEEN INCLUDED IN THE TRUST AGREEMENT.

Additional Bonds

Additional Bonds may be issued by the Authority under and pursuant to the Trust Agreement and subject to
the conditions set forth therein. See “Appendix E -- Summary of the Trust Agreement and the Form of Loan
Agreement -- Additional Bonds.”

Funded Debt

Funded Debt, which is debt of the Authority secured by a pledge, lien, security interest, encumbrance or
charge of any kind on or in all or any part of the Revenues, which is equal and ratable to the lien of the Trust
Agreement on or in such Revenues, may be issued by the Authority under and pursuant to the Trust
Agreement and subject to the conditions set forth therein. See “Appendix E -- Summary of the Trust
Agreement and the Form of Loan Agreement -- Funded Debt.”

Flow of Funds

All money in each of the accounts held in trust by the Trustee are required by the Trust Agreement to be
applied, used and withdrawn only for the purposes outlined below:

At least 15 days before each Interest Payment Date, the Trustee shall set aside from the Revenue Fund and
deposit in the Interest Account that amount of money sufficient to pay the amount of interest becoming due
and payable on all Outstanding Bonds on the next succeeding Interest Payment Date. No deposit need be
made in the Interest Account if the amount contained therein and available to pay interest on the Series 2004A
Bonds is at least equal to the aggregate amount of interest becoming due and payable on all Outstanding
Bonds on such Interest Payment Date.

At least 15 days before each September 1, commencing September 1, 2005, the Trustee shall set aside from the
Revenue Fund and deposit in the Principal Account an amount of money equal to the principal amount of all
Outstanding Bonds maturing on such September 1. No deposit need be made in the Principal Account if the
amount contained therein and available to pay principal of the Bonds is at least equal to the aggregate amount
of the principal of all Outstanding Bonds maturing on such September 1.

The Trustee shall withdraw from the Revenue Fund and deposit in the Subordinated Indebtedness Fund the
amount, if any, required to be deposited therein pursuant to each Subordinated Indebtedness Trust Agreement
to pay the principal, redemption price, and purchase price of, and interest on, Subordinated Indebtedness
which will accrue to the end of such month, and any amounts required to replenish any reserve fund with
respect to such Subordinated Indebtedness, in such amounts as shall be specified in a written request signed
by an Authorized Representative.



On June 30 of each year, after making the required deposits into the Interest Account, Principal Account and
Subordinated Indebtedness Fund, the Trustee may withdraw from the Revenue Fund and transfer to the
Authority for deposit in the Surplus Fund the balance, if any, of moneys remaining in the Revenue Fund.

If on any date the amount in the Revenue Fund shall be less than the requirement of such Revenue Fund, and
there shall not be on deposit in the Surplus Fund available moneys sufficient to cure any such deficiency, then
the Trustee shall withdraw from the Subordinated Indebtedness Fund, if any, and deposit in the Revenue
Fund the amount necessary (or all the moneys in the Subordinated Indebtedness Fund, if less than the amount
required) to make up any such deficiency.

If on any date the amount in the Revenue Fund shall be less than the requirement of such Revenue Fund or the
amount in the Subordinated Indebtedness Fund shall be less than the requirement of such Subordinated
Indebtedness Fund, then the Authority shall transfer to the Trustee from the Surplus Fund; first to the Revenue
Fund, second to the Subordinated Indebtedness Fund, and third to the Rebate Fund, as the case may be, the
amount necessary (or all the moneys in the Surplus Fund if less than the amount necessary) to make up any
such deficiency.

State Sales Tax Account

Pledge. Monies transferred from the State Sales Tax Account to the Trustee are part of the Trust Estate pledged
to the repayment of principal and interest on the Series 2004A Bonds. The State Sales Tax Account is
comprised of retail sales taxes and taxes on rentals of tangible personal property, admission fees and fees for
recreation or hotel/motel rooms of up through 30 days. Use tax applies if sales tax was not paid at the point of
purchase. Exceptions include utilities, motor fuels, prescription drugs, tangible personal property used in
manufacturing, farming, processing, mining and fabricating.

In the event the State Treasurer will be unable to transfer sufficient intercepted payments (see “State Intercept
Payments” herein) for full payment of principal of and interest on the Series 2004A Bonds, the State Treasurer
is required, pursuant to Section 67-8727(1)(e)(ii)(A), to give notice to the Tax Commission, certifying the
amount of the deficiency, at least 5 days prior to the Payment Date of the Bonds. After receipt of the certified
notice from the State Treasurer, the Tax Commission shall, pursuant to the Act: (i) immediately fix the amount
necessary and in the amount of the deficiency stated in the notice; and (ii) cause moneys to be transferred from
the State Sales Tax Account and deposited in the Bond Bank Authority Fund; provided however, that the transfer
of moneys from the State Sales Tax Account, under the provisions of Section 67-8716 of the Act, shall not
impede or otherwise limit the payment of sales tax moneys pledged for the payment on other bonds
outstanding as of July 1, 2001, or tax anticipation notes issued by the State pursuant to Section 63-3202, Idaho
Code.

Moneys transferred from the State Sales Tax Account to the Bond Bank Authority Fund shall be transferred by
the Authority to the Trustee and deposited in the Revenue Fund for the Bonds until there are sufficient
amounts on deposit to pay principal of and interest on the Bonds on the Payment Date and then to the State for
reimbursement of any moneys transferred to the State sales tax account pursuant to Section 67-8716, Idaho
Code, to pay debt service on the Bonds on the Payment Date, together with any interest or penalties
established pursuant to Section 67-8725, Idaho Code.

Senior Liens on State Sales Taxes. The Idaho School Bond Guaranty is secured by a pledge of State sales tax
revenues pursuant to Chapter 53, Title 33, Idaho Code (the “Idaho School Bond Guaranty Act”). Bonds
secured by the Idaho School Bond Guaranty as of July 1, 2001 would have a lien on State sales tax revenues
superior to that of the Series 2004A Bonds. However, there were no bonds issued on or prior to July 1, 2001
that were secured by the Idaho School Bond Guaranty. Bonds secured by the Idaho School Bond Guaranty
after such effective date do not have a superior lien on State sales tax revenues.

Sales tax funds must be allocated to the Idaho Housing and Finance Association bonds outstanding as of
July 1, 2001, if within 60 days of the close of the Fiscal Year, the Chairman of the Housing Agency Board of
Commissioners certifies to the State Tax Commission that a deficiency exists in any Agency Capital Reserve
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Fund. As of October 15, 2004, the Idaho Housing and Finance Association’s outstanding bond indebtedness
was $15,445,000. No claims have ever been made by the Agency for State sales tax funds. The Legislature has
eliminated the continuing appropriation for all Idaho Housing and Finance Association bonds issued on or
after January 1, 1996.

From time-to-time, the State issues tax anticipation notes for its cash flow purposes. Pursuant to Chapter 32,
Title 63 of the Code, the State may borrow monies in anticipation of general tax revenues (i.e., income and
revenue from taxes, whether specific, ad valorem, excise, income, sales, franchise or license), in a principal sum
not to exceed 75 percent of the income or revenue from such taxes as the State reasonably anticipates to be
collected during the fiscal year. General tax revenues anticipated to be collected during Fiscal Year 2005 are
expected to be not less than $2,049,150,000, which provides a limit of $1,536,862,500 on such borrowings for
Fiscal Year 2005. The State’s tax anticipation notes represent 11 percent of the Fiscal Year 2005 projected
general tax revenues, which is less than 75 limit allowed by the Code.

Listed below are the amounts borrowed and retirement dates of tax anticipation notes in the past five Fiscal
Years.

State Tax and Revenue Anticipation Notes

Fiscal Year Principal Interest Rate Maturity Date
2004-05 $230,000,000 3.00% June 30, 2005
2003-04 375,000,000 2.00% June 30, 2004
2002-03 350,000,000 3.00% June 30, 2003
2001-02 250,000,000 3.75% June 28, 2002
2000-01 200,000,000 5.38% June 29, 2001

Source: Idaho State Treasurer’s Office, October 2004
Rates and Receipts. Sales tax rates since inception of the tax have been as follows:

Historical State Sales Tax Rates

Dates Rate
As of July 1, 2005 5.00%
May 1, 2003 -- June 30, 2005 6.00%
April 1, 1986 -- April 30, 2003 5.00%
July 1, 1984 -- March 31 1986 4.00%
June 1, 1983 -- June 30, 1984 4.50%
March 1, 1983 -- May 31, 1983 4.00%
July 1, 1965 -- February 28, 1983 3.00%

(1) The 2003 Economic Recovery and Stabilization Act increased the sales tax from 5 percent to 6 percent for the period
May 1, 2003 through June 30, 2005. The sales tax is scheduled to return to 5 percent on July 1, 2005.

Source: Idaho State Treasurer’s Office.



State of Idaho
Taxable Sales and Use Taxable Sales

($000 Omitted)

Calendar Year Amount Calendar Year Amount
2003 $ 16,655,483 1998 $ 12,970,353
2002 16,193,606 © 1997 12,434,851
2001 14,211,532 W 1996 12,285,739
2000 14,912,310 1995 11,624,000
1999 14,601,265 1994 11,191,306

(1) Due to a system conversion at the end of Fiscal Year 2001, some taxable sales and use taxable sales from Fiscal Year
2001 were reported in Fiscal Year 2002.

Source: Idaho State Tax Commission.

The Idaho State Tax Commission (the “Tax Commission”) collects and audits State sales tax receipts. State
sales taxes are received by the State on the 20t day of each month unless the amount is less than $500, in
which case it is received quarterly.

Total sales taxes received by the Tax Commission in the past five years are shown in the following table:

Historical State Sales Tax Receipts

Fiscal Year
Ended June 30 | Sales Tax Receipts
2004 $1,032,987,504
2003 839,180,862
2002 791,623,566
2001 778,886,914
2000 750,125,925

Source: Idaho State Tax Commission Annual Reports.

State Intercept Payments

The State collects certain revenues which are disbursed to local governments, including the Participants.
Revenues collected by the State and distributed to the Participants are subject, under the terms of the Act and
the Loan Agreements, to the State intercept and repayment procedures contained in Section 67-8727, Idaho
Code.

State-administered and collected revenues that are disbursed to local governments include State sales taxes,
liquor taxes, cigarette taxes and fuel taxes, among others. Of these, the State sales tax is the largest revenue
source, representing approximately 77 percent of the Fiscal Year 2003 State-administered taxes that are
distributed to local governments. The Tax Commission collects State-administered tax receipts and conducts
audits on such taxes. Further, although taxes on fuel are subject to interception, such tax receipts are restricted
by the Idaho Constitution for use on roads and highway projects and may not be used for payment of principal
of and interest on the Series 2004A Bonds. In addition, the Tax Commission collects hotel/motel room sales
tax, corporate net income tax, electricity tax, estate tax, Illegal Drug Stamp Act tax, mine license tax, and
personal income tax.

Pursuant to Idaho Code 63-3638 (9), sales tax revenue is distributed through a revenue sharing account held by
the State Treasury to cities, counties and special districts (the “State Shared Revenues”). Distributions to
cities are made at the end of each quarter, which is each September 30, December 30, March 31, and June 30.

Sales tax rates and distribution of sales tax receipts are determined by statute. The Idaho Legislative Session in
2003 took two actions related to sales taxes. First, it increased the sales tax rate for the two-year period from
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May 1, 2003, through June 30, 2005. Second, it reduced the amount available for distribution to the State
Shared Revenue account through July 31, 2005.

Sales Tax Rates and Allocation to State Shared Revenue Account

Allocation Percentage to State
Sales Tax Rate Shared Revenue Account
Prior to 2003 5% 13.5%
2003-2005 6% 11.5%
2005 5% 13.75%

Source: Idaho Tax Commission

The State Shared Revenues are to be distributed as follows:

(i) 28.2 percent to cities according to city population (50 percent) and assessed market value (50 percent).
(if) 28.2 percent to counties.
(iii) 35.9 percent to various counties for distribution to those cities and counties in Idaho that received

payments under Section 63-3638(e) in the fourth quarter of calendar year 1999. Because of a “hold
harmless” provision in the county distribution, cities receive a base, which is equal to the amount
received in the fourth quarter of calendar year 1999. If sales tax collections fall below the 1999 level,
payments to cities and counties are reduced proportionately. If sales tax receipts exceed this level,
cities can receive revenues up to 5 percent above their base. Any excess in sales tax receipts over
105 percent of the base level is distributed half to cities and half to counties, and apportioned
according to city population.

(iv) 7.7 percent to the various counties for distribution to special purpose districts.

Intercept Payments. Each Participant is required under its Loan Agreement to consent and agree to the State
intercept and repayment procedures contained in Section 67-8727, Idaho Code, and as set forth below:

If a Participant is unable to transfer all of its Repayment Installment to the Trustee at least 15 days before the
Repayment Installment Date, the Participant shall immediately notify the Trustee, the Authority and the State
Treasurer by: (i) telephone; (ii) a writing sent by facsimile transmission; and (iii) a writing sent by first-class
United States mail. If sufficient funds are not transferred to the Trustee for the Series 2004A Bonds at least 10
days before the Payment Date, the Trustee is required by the Trust Agreement to transfer any available funds
pledged to secure payment of the Series 2004A Bonds in sufficient amounts to make up any shortfall in the
amount necessary to pay debt service on the Series 2004A Bonds on the Payment Date and deposit such
amount in the Revenue Fund for the Series 2004A Bonds.

If, as a result of the failure of a Participant to make Repayment Installments in a timely manner, the Trustee
transfers funds as described in the preceding paragraph to pay debt service on the Series 2004A Bonds or if
there are not sufficient funds available as described in the preceding paragraph to make up for any shortfall in
the amount necessary to pay debt service on the Series 2004A Bonds, at least 10 days before the Payment Date
of the Series 2004A Bonds, the Trustee shall notify the Authority and the State Treasurer by telephone, a
writing sent by facsimile transmission and a writing sent by first-class United States mail. Upon such notice,
the State Treasurer is required by Section 67-8727(1)(e) of the Act to immediately intercept any payments from:
(a) the receipts of any payment of property taxes; or (b) sales tax moneys that would be distributed pursuant to
Section 63-3638, Idaho Code; or (c) any other source of operating moneys provided by the State to the
Participant that would otherwise be paid to the Participant by the State, provided, however, that although the
State distributes fuel tax revenues to the Participants, the use of fuel tax revenues is restricted under the Idaho
Constitution and there can be no assurance that such fuel tax revenues would be available for payment of debt
service on the Series 2004A Bonds.
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If the State has made all or part of a Repayment Installment from moneys transferred from the State Sales Tax
Account pursuant to Section 67-8716, Idaho Code, on behalf of the Participant, the Participant shall:
(a) reimburse all moneys drawn by the State Treasurer on its behalf; (b) pay interest to the State on all moneys
paid by the State from the date the moneys are drawn to the date they are repaid at a rate not less than the
average prime rate for national money center banks plus 5%; and (c) pay all penalties required by the Act.

Loan Agreement

Income Fund. Each Participant is required under the terms of its Loan Agreement to agree and covenant that all
System Revenues shall be received by the Participant in trust and deposited when and as received in a special
fund designated as the “Income Fund”, which fund is required to be maintain and to held separate and apart
from other funds of such Participant so long as any Repayment Installments remain unpaid. To the extent a
Participant has an existing fund which satisfies these requirements, then such shall be deemed to be the
“Income Fund”. The Participant may maintain separate accounts within the Income Fund. The amounts in the
Income Fund shall be invested in Permitted Investments.

All System Net Revenues and all amounts on deposit in the Income Fund are irrevocably pledged to the
payment of the Repayment Installments and the System Net Revenues shall not be used for any other purpose
while any of the Repayment Installments remain unpaid; provided that (i) any Prior Obligations shall be paid
on parity with the Repayment Installments, and (ii) out of the System Revenues there may be apportioned
such sums for such purposes as are expressly permitted by the Loan Agreement. The Participants’ obligation
to pay Repayment Installments and all other Parity Debt, when due, constitutes a first lien on System Net
Revenues.

Each Participant shall, from the moneys in the Income Fund, pay the Operation and Maintenance Costs,
including amounts reasonably required to be set aside in contingency reserves for Operation and Maintenance
Costs, the payment of which is not then immediately required, as such Operation and Maintenance Costs
become due and payable. Thereafter, all remaining moneys in the Income Fund shall be set aside by the
Participant at the following times for the transfer to the following respective special funds in the following
order of priority; and all moneys in each of such funds shall be held in trust and shall be applied, used and
withdrawn only for the purposes set forth below:

First, for Repayment Installments. Not later than the date each Repayment Installment is due (the
“Repayment Installment Date”), each Participant shall, from the moneys in the Income Fund, transfer
to the Trustee the Repayment Installment due and payable on that Repayment Installment Date. The
Participant shall also, from the moneys in the Income Fund, transfer to the applicable trustee for
deposit in the respective payment fund, without preference or priority, and in the event of any
insufficiency of such moneys ratably without any discrimination or preference, any other Parity
Obligation Payments in accordance with the provisions of any Parity Debt.

Second, for Surplus. Moneys on deposit in a Participant’s Income Fund not necessary to make any
Repayment Installments or other Parity Obligation Payments may be expended by such Participant at
any time for any purpose permitted by law.

Additional Obligations of Participants

The cities of Blackfoot and Coeur d’Alene currently have Parity Debt and the City of Coeur d"Alene is in the
process of obtaining additional wastewater loans from DEQ which will be Parity Debt. The cities of Coeur
d’Alene and Driggs issued bonds that have a lien on the System Net Revenues of each respective city that
is superior to that of its Loan. Additional information on such Parity Debt and senior lien bonds are provided
in the appendix for the corresponding Participant attached hereto.
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The Participant may at any time enter into any Parity Debt; provided:

(@) Such Participant shall be in compliance with all agreements, conditions, covenants and terms
contained herein, and a Certificate of the Participant to that effect shall have been filed with the
Trustee (with the consent of the Bond Insurer this condition shall not apply where the purpose of the
proposed Parity Debt is to cure such non-compliance).

(if) The Parity Debt shall have been duly authorized pursuant to all applicable laws.

(iii) DEQ approves a loan application from the Participant, or a report of the Consulting Engineer shows
that (a) the System Net Revenues for the projected life of the Parity Debt will be at least equal to 110%
of the Maximum Annual Debt Service, or (b) the System Net Revenues for the Fiscal Year immediately
preceding the date of the resolution authorizing the Parity Debt shall have been sufficient to pay an
amount representing 110% of the Maximum Annual Debt Service; provided, that there may be added
to such System Net Revenues an allowance for net revenues from any improvements to the System to
be made with the proceeds of such Parity Debt and also for net revenues from any improvements to
the System which have been made from money from any source but which, during all or any part of
such Fiscal Year, were not in service, all in an amount equal to 75 percent of the estimated additional
average annual net revenues to be derived from each such improvement for the first 36 month period
in which each such improvement is in operation.

In determining whether Parity Debt may be issued, the Consulting Engineer shall consider any probable
increase (but not decrease) in Operation and Maintenance Costs

There is no limitation on the issuance of any revenue bonds of any Participant payable from its System Net
Revenues and secured by a lien and charge on its System Net Revenues if, after the issuance and delivery of
such revenue bonds, none of its Repayment Installments shall be unpaid. Furthermore, there is no limitation of
the issuance of any Parity Debt for the purpose of refunding Outstanding Parity Debt or of any Subordinate
Obligations.

Financial Guaranty Insurance

Payment Pursuant to Financial Guaranty Insurance Policy

Ambac Assurance has made a commitment to issue a financial guaranty insurance policy (the “Financial Guaranty
Insurance Policy”) relating to the Series 2004A Bonds effective as of the date of issuance of the Series 2004A Bonds.
Under the terms of the Financial Guaranty Insurance Policy, Ambac Assurance will pay to The Bank of New York,
in New York, New York or any successor thereto (the “Insurance Trustee”) that portion of the principal of and
interest on the Series 2004A Bonds which shall become Due for Payment but shall be unpaid by reason of
Nonpayment by the Obligor (as such terms are defined in the Financial Guaranty Insurance Policy). Ambac
Assurance will make such payments to the Insurance Trustee on the later of the date on which such principal and
interest becomes Due for Payment or within one business day following the date on which Ambac Assurance shall
have received notice of Nonpayment from the Trustee. The insurance will extend for the term of the Series 2004A
Bonds and, once issued, cannot be canceled by Ambac Assurance.

The Financial Guaranty Insurance Policy will insure payment only on stated maturity dates and on mandatory
sinking fund installment dates, in the case of principal, and on stated dates for payment, in the case of interest. If
the Series 2004A Bonds become subject to mandatory redemption and insufficient funds are available for
redemption of all outstanding Series 2004A Bonds, Ambac Assurance will remain obligated to pay principal of and
interest on outstanding Series 2004A Bonds on the originally scheduled interest and principal payment dates
including mandatory sinking fund redemption dates. In the event of any acceleration of the principal of the Series
2004A Bonds, the insured payments will be made at such times and in such amounts as would have been made
had there not been an acceleration.
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In the event the Trustee has notice that any payment of principal of or interest on a Series 2004A Bond which has
become Due for Payment and which is made to a Holder by or on behalf of the Obligor has been deemed a
preferential transfer and theretofore recovered from its registered owner pursuant to the United States Bankruptcy
Code in accordance with a final, nonappealable order of a court of competent jurisdiction, such registered owner
will be entitled to payment from Ambac Assurance to the extent of such recovery if sufficient funds are not
otherwise available.

The Financial Guaranty Insurance Policy does not insure any risk other than Nonpayment, as defined in the Policy.
Specifically, the Financial Guaranty Insurance Policy does not cover:

1. payment on acceleration, as a result of a call for redemption (other than mandatory sinking fund
redemption) or as a result of any other advancement of maturity.

2. payment of any redemption, prepayment or acceleration premium.

3. nonpayment of principal or interest caused by the insolvency or negligence of any Trustee , Paying Agent
or Bond Registrar, if any.

If it becomes necessary to call upon the Financial Guaranty Insurance Policy, payment of principal requires
surrender of Series 2004A Bonds to the Insurance Trustee together with an appropriate instrument of assignment so
as to permit ownership of such Series 2004A Bonds to be registered in the name of Ambac Assurance to the extent
of the payment under the Financial Guaranty Insurance Policy. Payment of interest pursuant to the Financial
Guaranty Insurance Policy requires proof of Holder entitlement to interest payments and an appropriate
assignment of the Holder’s right to payment to Ambac Assurance.

Upon payment of the insurance benefits, Ambac Assurance will become the owner of the Series 2004A Bond,
appurtenant coupon, if any, or right to payment of principal or interest on such Series 2004A Bond and will be fully
subrogated to the surrendering Holder’s rights to payment.

The Insurer -- Ambac Assurance Corporation

Ambac Assurance Corporation (“Ambac Assurance”) is a Wisconsin-domiciled stock insurance corporation
regulated by the Office of the Commissioner of Insurance of the State of Wisconsin and licensed to do business
in 50 states, the District of Columbia, the Territory of Guam, the Commonwealth of Puerto Rico and the U.S.
Virgin Islands, with admitted assets of approximately $8,069,000,000 (unaudited) and statutory capital of
approximately $5,015,000,000 (unaudited) as of September 30, 2004. Statutory capital consists of Ambac
Assurance’s policyholders” surplus and statutory contingency reserve. Standard & Poor’s Credit Markets
Services, a Division of The McGraw-Hill Companies, Moody’s Investors Service and Fitch Ratings have each
assigned a triple-A financial strength rating to Ambac Assurance.

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the insuring of a bond
by Ambac Assurance will not affect the treatment for federal income tax purposes of interest on such bond and that
insurance proceeds representing maturing interest paid by Ambac Assurance under policy provisions substantially
identical to those contained in its financial guaranty insurance policy shall be treated for federal income tax
purposes in the same manner as if such payments were made by the Obligor of the Series 2004A Bonds.

Ambac Assurance makes no representation regarding the Series 2004A Bonds or the advisability of investing in the
Series 2004A Bonds and makes no representation regarding, nor has it participated in the preparation of, the
Official Statement other than the information supplied by Ambac Assurance and presented under the headings
“Financial Guaranty Insurance” and “Appendix M -- Specimen Financial Guaranty Insurance Policy”.

Available Information

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the “Company”), is subject to the
informational requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and in
accordance therewith files reports, proxy statements and other information with the Securities and Exchange
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Commission (the “SEC”). These reports, proxy statements and other information can be read and copied at the
SEC’s public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-
0330 for further information on the public reference room. The SEC maintains an internet site at
http:/ /www.sec.gov that contains reports, proxy and information statements and other information regarding
companies that file electronically with the SEC, including the Company. These reports, proxy statements and other
information can also be read at the offices of the New York Stock Exchange, Inc. (the “NYSE”), 20 Broad Street,
New York, New York 10005.

Copies of Ambac Assurance’s financial statements prepared in accordance with statutory accounting
standards are available from Ambac Assurance. The address of Ambac Assurance’s administrative offices and
its telephone number are One State Street Plaza, 19t Floor, New York, New York 10004 and (212) 668-0340.

Incorporation of Certain Documents by Reference

The following documents filed by the Company with the SEC (File No. 1-10777) are incorporated by reference in
this Official Statement:

1. The Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2003 and filed on
March 15, 2004;

2. The Company’s Current Report on Form 8-K dated April 21, 2004 and filed on April 22, 2004;

3. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended March 31, 2004 and
filed on May 10, 2004;

4. The Company’s Current Report on Form 8-K dated July 21, 2004 and filed on July 22, 2004;

5. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended June 30, 2004 and
filed on August 9, 2004;

6. The Company’s Current Report on Form 8-K dated August 19, 2004 and filed on August 20, 2004;
7. The Company’s Current Report on Form 8-K dated October 20, 2004 and filed on October 20, 2004; and

8. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended September 30, 2004
and filed on November 9, 2004.

All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act after the date
of this Official Statement will be available for inspection in the same manner as described above in “Available
Information”.

Ratings

As noted on the cover page of this Official Statement, the Authority received an underlying rating of “Aa3”
and an insured rating of “Aaa” for the Bonds from Moody’s Investors Service. The insured rating is based on
the Authority’s purchase of the Financial Guaranty Insurance Policy. The ratings reflect only the views of such rating
agency and an explanation of the significance of the ratings may be obtained from the rating agency. There is
no assurance that the ratings will be retained for any given period of time or that the ratings will not be revised
downward or withdrawn entirely by the rating agency if, in its judgment, circumstances so warrant. Any such
downward revision or withdrawal of the ratings will be likely to have an adverse effect on the market price of
the Bonds.
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Financial Factors

As a newly formed entity, the Authority has not yet prepared financial statements. The Authority expects to
prepare financial statements for its Fiscal Year ending June 30, 2005.

Each municipal corporation in the State must obtain an audit and examination of its funds and account groups
at least once each year pursuant to State Code as required in 67-450B. Municipalities having annual
expenditures of less than $50,000, with the exception of those entities receiving federal assistance, are exempt
from this requirement. The required audit may be performed by independent public accountants certified by
the State as capable of auditing municipal corporations.

The Tax Commission produces an annual report that includes information on State-administered tax rates and
distribution of tax receipts. This annual report is available by contacting the Tax Commission in writing to
Idaho State Tax Commission, PO Box 36, Boise Idaho 83722-0410, or by obtaining it from the Tax
Commission’s internet site, which is currently http:/ /tax.idaho.gov/annual_reports.htm.

The June 30, 2005 and future financial statements of the Authority may be ordered, when available, by
contacting the individual NRMSIRs at the addresses below or by contacting DisclosureUSA.

Bloomberg Municipal Repository DPC Data Inc.

100 Business Park Drive One Executive Drive

Skillman, NJ 08558 Fort Lee, NJ 07024

Phone: 609-279-3225 Phone: 201-346-0701

FAX: 609-279-5962 FAX: 201-947-0107

E-Mail: Munis@Bloomberg.com E-Mail: nrmsir@dpcdata.com

FT Interactive Data Standard & Poor’s Securities Evaluations, Inc.

Attn.: NRMSIR 55 Water Street

100 Williams Street 45th Floor

New York, NY 10038 New York, NY 10041

Phone: 212-771-6999 Phone: 212-438-4595

FAX: 212-771-7391 FAX: 212-438-3975

E-Mail: NRMSIR@FTID.com E-Mail: nrmsir_repository@sandp.com
Tax Matters

In the opinion of Orrick, Herrington & Sutcliffe LLP, based upon an analysis of existing laws, regulations,
rulings, and court decisions and assuming, among other matters, the accuracy of certain representations and
compliance with certain covenants, interest on the Series 2004A Bonds is excluded from gross income for
federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 (the "Code") and is
exempt from State of Idaho personal income taxes. Bond Counsel is also of the opinion that interest on the
Series 2004A Bonds is not a specific preference item for purposes of the federal individual or corporate
alternative minimum taxes, although Bond Counsel observes that such interest is included in adjusted current
earnings in calculating corporate alternative minimum taxable income. Among other matters, Bond Counsel
has relied on the opinion of Moore Smith Buxton & Turke, Chartered, Boise, Idaho, as to certain legal matters
with regards to the Loan Agreements. A complete copy of the proposed opinion of Bond Counsel is set forth
in Appendix B hereto.

Series 2004A Bonds purchased, whether at original issuance or otherwise, for an amount greater than their
principal amount payable at maturity ("Premium Bonds") will be treated as having amortizable bond
premium. No deduction is allowable for the amortizable bond premium in the case of bonds, like the
Premium Bonds, the interest on which is excluded from gross income for federal income tax purposes.
However, a purchaser's basis in a Premium Bond, and under Treasury Regulations the amount of tax exempt

16



interest received, will be reduced by the amount of amortizable bond premium properly allocable to such
purchaser. Owners of Premium Bonds should consult their own tax advisors with respect to the proper
treatment of amortizable bond premium in their particular circumstances.

The Code imposes various restrictions, conditions and requirements relating to the exclusion from gross
income for federal tax purposes of interest on obligations such as the Series 2004A Bonds. The Authority has
covenanted to comply with certain restrictions designed to assure that interest on the Series 2004A Bonds will
not be included in federal gross income. Failure to comply with these covenants may result in interest on the
Series 2004A Bonds being included in gross income for federal income tax purposes, possibly from the date of
original issuance of the Series 2004A Bonds. The opinion of Bond Counsel assumes compliance with these
covenants. Bond Counsel has not undertaken to determine (or to inform any person) whether any actions
taken (or not taken) or events occurring (or not occurring) after the date of issuance of the Series 2004A Bonds
may adversely affect the value of, or the tax status of interest on, the Series 2004A Bonds.

Certain requirements and procedures contained or referred to in the Trust Agreement and other relevant
documents may be changed and certain actions (including, without limitation, defeasance of the Series 2004A
Bonds) may be taken or omitted under the circumstances and subject to the terms and conditions set forth in
such documents. Bond Counsel expresses no opinion as to any Series 2004A Bond or the interest thereon if
any such change occurs or action is taken or omitted upon the advice or approval of bond counsel other than
Orrick, Herrington & Sutcliffe LLP.

Although Bond Counsel is of the opinion that interest on the Series 2004A Bonds is excluded from gross
income for federal income tax purposes, and is exempt from State of Idaho personal income taxes, the
ownership or disposition of, or the accrual or receipt of interest on, the Series 2004A Bonds may otherwise
affect a Series 2004A Bondholder's federal or state tax liability. The nature and extent of these other tax
consequences will depend upon the particular tax status of the Series 2004A Bondholder or Series 2004A
Bondholder's other items of income or deduction. Bond Counsel expresses no opinion regarding any such
other tax consequences.

In addition, no assurance can be given that any future legislation, including amendments to the Code, if
enacted into law, or changes in interpretation of the Code, will not cause interest on the Series 2004A Bonds to
be subject, directly or indirectly, to federal income taxation, or otherwise prevent Series 2004A Bondholders
from realizing the full current benefit of the tax status of such interest. Prospective purchasers of the Series
2004A Bonds should consult their own tax advisers regarding any pending or proposed federal tax legislation.
Further, no assurance can be given that the introduction or enactment of any such future legislation, or any
action of the Internal Revenue Service ("IRS"), including but not limited to regulation, ruling, or selection of the
Series 2004A Bonds for audit examination, or the course or result of any IRS examination of the Series 2004A
Bonds, or obligations which present similar tax issues, will not affect the market price for the Series 2004A
Bonds.

The Initiative Process

Title 34, Chapter 18 of the Idaho Code reserves to the people of the State the initiative and referendum power
pursuant to which measures designed to amend the Idaho Constitution or enact legislation, can be placed on
the statewide general election ballot for consideration by the voters. “Referendum” generally means measures
which have been passed by the legislature and then referred to the electors by a legislative body, such as the
State Legislative Session or the governing body of a city, county or other political subdivision, or by petition
prior to its effective date. “Initiative” generally means a new measure placed before the voters as a result of a
petition circulated by one or more private citizens.

Any person may file a proposed initiative with the signatures of 20 qualified electors of the State in the Idaho
Secretary of State’s office. The Idaho Attorney General is required by law to review and make
recommendations (if any) on the petition before issuing a review to the Secretary of State. The Attorney
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General, after a specified time period, shall then be directed by the Secretary or State to provide a ballot title
for the initiative. Any elector that submitted written comments who is dissatisfied with the ballot title certified
by the Attorney General may petition the Idaho Supreme Court seeking a revision of the certified ballot title.

Once the ballot title has been certified and the Secretary of State has authorized the petitioners, the proponents
of the initiative, during an 18 month circulation period or until April 30 in an election year, whichever occurs
first, may start gathering the initiative petition signatures necessary to place the proposed initiative on the
ballot. To be placed on a general election ballot, the proponents of a proposed initiative must submit to the
Secretary of State initiative petitions signed by a number of qualified voters equal to a specified percentage of
the qualified electors at the general election next preceding the filing of the petition with the Secretary of State.

All petitions for initiative and referendum must contain signatures of registered voters equal to 6 percent of
the qualified electors at the last general election (this would be 40,772 signatures based on the last general
election, which was held on November 5, 2002) before being considered for final filing.

The initiative petition must be filed with the Secretary of State not less than four months prior to the general
election at which the proposed measure is to be voted upon. State law permits persons circulating initiative
petitions to pay money to persons obtaining signatures for the petition. If the person obtaining signature is
being paid, the signature sheet must contain a notice of such payment.

Referendum petitions must be filed not more than 60 days after the final adjournment of the session of the
State Legislature which passed the bill on which the referendum is demanded.

Historical Initiative Petitions

According to the Elections Division of the Idaho Secretary of State, the number of initiative petitions that have
qualified for the ballot in the past decade, and the number that have passed in the general elections in the years
since 1992 are as follows:

Historical Initiative Petitions

Number of Number of
Year of Initiatives that Initiatives
that
General Election Qualified Passed

2004 0 -
2002 1 1
1998 1 1
1996 4 1
1994 2 1
1992 1 0

Source:  Elections Division, Idaho Secretary of State; httpy//wwuw.idsos.state.id.us/elect/inits/initinfo.htm, September 2004

Legal Matters

Approval of Counsel

Legal matters incident to the authorization, issuance and sale of the Series 2004A Bonds are subject to the
approving legal opinion of Bond Counsel, Orrick, Herrington & Sutcliffe LLP, substantially in the form
attached hereto as Appendix B. Bond Counsel undertakes no responsibility for the accuracy, completeness or
fairness of this Official Statement. Moore Smith Buxton & Turcke, Chartered, Boise, Idaho, special counsel to
the Authority, will provide an opinion with respect to the Loan Agreements. Certain legal matters will be
passed on for the Underwriter by its counsel, Skinner Fawcett, Boise, Idaho.

Litigation
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There is no litigation pending or threatened questioning the validity of the Loans or the Series 2004A Bonds,
the power and authority of the Participants to enter into the Loan Agreements or the power and authority of
the Authority to issue the Series 2004A Bonds and loan the Bond proceeds to the Participants under the Loan
Agreements. There is no litigation pending or threatened that would materially affect the finances of the
Participants or affect the Participants’ ability to meet debt service requirements on the Loans.

Financial Advisor

In connection with the authorization and issuance of the Series 2004A Bonds, the State has retained Western
Financial Group, Inc. LLC, Lake Oswego, Oregon, as its financial advisor.

Underwriting

The Series 2004A Bonds are being purchased by Seattle-Northwest Securities Corporation, the Underwriter.
The purchase contract provides that the Underwriter will purchase all of the Series 2004A Bonds, if any are
purchased, at a price of 105.1676 percent of the par value of the Series 2004A Bonds, plus accrued interest. The
Series 2004A Bonds will be reoffered at an average price of 105.9176 percent of the par value of the Series
2004A Bonds. After the initial public offering, the public offering prices may be varied from time to time.

Concluding Statement

The information set forth herein is not to be construed as a contract with the Owners of the Series 2004A
Bonds.
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DEFINITIONS

“Accreted Value” means, with respect to any Capital Appreciation Bond and as of any
date of calculation, the sum of the Initial Amount of such Bond and the interest accreted and compounded
thereon to such date of calculation determined by reference to the applicable Accreted Value Table for the
dates indicated thereon and as provided in the Trust Agreement with respect to any other date.

“Accreted Value Table” means, with respect to the Capital Appreciation Bonds, the table
attached to the Supplemental Trust Agreement authorizing such Bonds, indicating as to the smallest
Authorized Denomination of such Capital Appreciation Bonds, the Initial Amount thereof, the Accreted
Value of such Capital Appreciation Bonds on each date on which interest on such Capital Appreciation
Bonds is compounded, and the Accreted Value thereof on the maturity date thereof.

“Act” means the Idaho Bond Bank Authority Act, being Idaho Code, Title 67,
Chapter 87, as amended.

“Additional Bonds” means all bonds of the Authority authorized by and at any time
Outstanding pursuant to the Trust Agreement and executed, issued and delivered in accordance with the
provisions of the Trust Agreement concerning the Issuance of Bonds.

“Aggregate Debt Service” shall mean, for all Sales Tax Secured Debt for such period, as
of any date of calculation and with respect to any period, the sum of: (1) the interest falling due on such
Sales Tax Secured Debt during such period (except to the extent that such interest is payable from the
proceeds of such Sales Tax Secured Debt set aside for such purpose), and (2) the principal (or mandatory
sinking fund or installment purchase price or lease rental or similar) payments or deposits required with
respect to such Sales Tax Secured Debt during such period; computed on the assumption that no portion
of such Sales Tax Secured Debt shall cease to be outstanding during such period except by reason of the
application of such scheduled payments; provided that if interest on Sales Tax Secured Debt is payable
pursuant to a variable interest rate formula, the interest rate on such Sales Tax Secured Debt for periods
when the actual interest rate cannot be yet determined shall be assumed to be equal to the greater of
(a) the current interest rate calculated pursuant to the provisions of such agreement or, (b) if available, the
daily average interest rate on such Sales Tax Secured Debt during the preceding thirty-six (36) months
preceding the date of calculation, (c) if such Sales Tax Secured Debt has not been outstanding for such
36-month period, such daily average interest rate on comparable debt of a state or political subdivision of
a state which debt is then rated by a nationally recognized bond rating agency with a rating similar to the
rating on such Sales Tax Secured Debt, or (d) the maximum rate established by any borrowing document
authorizing the variable rate debt.

“Ambac Assurance” means, for the Series 2004A Bonds, Ambac Assurance Corporation,
a Wisconsin-domiciled stock insurance corporation.

“Annual Debt Service” means, for any Fiscal Year, the sum of (1) the interest accruing
on all Parity Debt during such Fiscal Year, assuming that all Parity Debt is retired as scheduled, plus
(2) the principal amount (including principal due as sinking fund installment payments) allocable to all
Parity Debt in such Fiscal Year, calculated as if such principal amounts were deemed to accrue daily
during such Fiscal Year in equal amounts from, in each case, each payment date for principal or the date
of delivery of such Parity Debt (provided that principal shall not be deemed to accrue for greater than a
365-day period prior to any payment date), as the case may be, to the next succeeding payment date for
principal.
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“Authority” means the Idaho Bond Bank Authority created pursuant to the Act and its
successors and assigns in accordance to the Trust Agreement.

“Authority Independent Certified Public Accountant” means any certified public
accountant or firm of such accountants duly licensed and entitled to practice and practicing as such under
the laws of the State or a comparable successor, appointed and paid by the Authority, and who, or each of
whom—

@ is in fact independent according to the Statement of Auditing Standards No. 1
and not under the domination of the Authority;

2 does not have a substantial financial interest, direct or indirect, in the operations
of the Authority; and

3 is not connected with the Authority as a member, officer or employee of the
Authority, but who may be regularly retained to audit the accounting records of and make reports thereon
to the Authority.

“Authorized City Representative” means the Mayor or City Clerk, or any such officer’s
designee, or any other officer of the City duly authorized by the City.

“Authorized Denominations” means the amount or amounts so designated in the
Supplemental Trust Agreement authorizing such Bonds, and with respect to the Series 2004A Bonds,
$5,000 or any integral multiple thereof.

“Authorized Representative” means the Executive Director, Secretary or Treasurer of the
Authority, or any other person (whether or not an officer of the Authority) who is specifically authorized
by resolution of the Authority for that purpose.

“Bond Counsel” means counsel of recognized national standing in the field of law
relating to municipal bonds, appointed by the Authority.

“Bond Insurance Policy” means any policy or policies of insurance or financial guaranty
bond insuring the scheduled payment of the principal of and interest on the Bonds when due and issued
by the Bond Insurer.

“Bond Insurance Trustee” means, for the Series 2004A Bonds, The Bank of New York,
in New York, New York, as insurance trustee for Ambac Assurance, or any successor insurance trustee.

“Bond Insurer” means any insurance company or companies which has or have issued
any Bond Insurance Policy insuring the scheduled payment of the principal of and interest on any
Outstanding Bonds or portion thereof when due

“Bonds” means the Series 2004A Bonds and all Additional Bonds.

“Bond Owner” or “Holder” means any person who shall be the registered owner of any
Outstanding Bond.

“Business Day” means a day that is not a Saturday, Sunday or legal holiday on which

banking institutions in the State of New York or State of Idaho are authorized to remain closed, or a day
on which the Federal Reserve system is closed.
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“Capital Appreciation Bonds” means the Bonds of each Series so designated and which
bear interest payable as a portion of the Accreted Value of such Bonds at the maturity or earlier
redemption or payment thereof.

“Certificate of the Authority” means an instrument in writing signed by the Secretary or
Treasurer of the Authority, or by any other person (whether or not an officer of the Authority) who is
specifically authorized by resolution of the Authority for that purpose.

“Certificate of the City” means an instrument in writing signed by an Authorized City
Representative, such authorization to be evidenced by a certificate verifying the specimen signatures of
such officers at the request of the Trustee.

“City Independent Certified Public Accountant” means any firm of certified public
accountants appointed by the City, which is independent of the City and the Authority pursuant to the
Statement on Auditing Standards No. 1 of the American Institute of Certified Public Accountants.

“Code” means the Internal Revenue Code of 1986, as amended.

“Consulting Engineer” means any qualified registered or licensed professional engineer
practicing under the laws of the State of Idaho selected by the City.

“Continuing Disclosure Agreement” means that certain Continuing Disclosure
Agreement executed by the Authority dated the date of issuance and delivery of a Series of Bonds, as
originally executed and as it may be amended from time to time in accordance with the terms thereof.

“Costs of Issuance” means all items of expense directly or indirectly payable by or
reimbursable to the Authority and related to the authorization, execution and delivery of the Trust
Agreement and the issuance and sale of the Bonds, including, but not limited to, costs of preparation and
reproduction of documents, costs of rating agencies and costs to provide information required by rating
agencies, filing and recording fees, fees and charges of the Trustee, legal fees and charges, fees and
disbursements of consultants and professionals, premiums of any provider of Bond Insurance, fees and
charges for preparation, execution and safekeeping of the Bonds, fees of the Authority and any other
authorized cost, charge or fee in connection with the issuance of the Bonds.

“Costs of Issuance Fund” means the fund by that name established pursuant to the
provisions of the Trust Agreement concerning Funds and Accounts.

“Current Interest Bonds” means the Bonds of each Series so designated and which bear
interest payable on the Interest Payment Dates applicable to such Series.

“Depository” means DTC or another recognized securities depository selected by the
Authority which maintains a book-entry system for the Bonds.

“DEQ” means the Department of Environmental Quality of the State of Idaho.
“DTC” means The Depository Trust Company, New York, New York.

“Event of Default” shall have the meaning specified in the provisions of the Trust
Agreement concerning Events of Default and Remedies of Bond Owners.
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“Final Compounded Amount” means, with respect to any Capital Appreciation Bond, the
Accreted Value thereof on its maturity date.

“Financial Newspaper” means The Wall Street Journal or The Bond Buyer, or any other
newspaper or journal printed in the English language, publishing financial news, and selected by the
Authority.

“First Supplemental Trust Agreement” means the Supplemental Trust Agreement
between the Authority and the Trustee for the Series 2004A Bonds.

“Fiscal Year” means the twelve (12) month period terminating on June 30 of each year,
or any other annual accounting period thereafter selected and designated by the Authority as its Fiscal
Year in accordance with applicable law.

“Funded Debt” shall mean all Indebtedness of Authority secured by a Parity Lien.

“Generally Accepted Accounting Principles” means the uniform accounting and
reporting procedures set forth in publications of the American Institute of Certified Public Accountants or
its successor, or by any other generally accepted authority on such procedures, and includes, as
applicable, the standards set forth by the Governmental Accounting Standards Board or its successor.

“Government Securities” means cash (insured at all times by the Federal Deposit
Insurance Corporation) or obligations of, or obligations guaranteed as to principal and interest by, the
U.S. or any agency or instrumentality thereof, when such obligations are backed by the full faith and
credit of the U.S. including: U.S. treasury obligations, all direct or fully guaranteed obligations, Farmers
Home Administration, General Services Administration, Guaranteed Title XI financing, Government
National Mortgage Association (GNMA), State and Local Government Series. Any security used for
defeasance must provide for the timely payment of principal and interest and cannot be callable or
prepayable prior to maturity or earlier redemption of the rated debt (excluding securities that do not have
a fixed par value and/or whose terms do not promise a fixed dollar amount at maturity or call date).

“Income Fund” means the fund by that name created pursuant to the provisions of the
Loan Agreements concerning the Allocation of System Revenues.

“Indebtedness” mean bonds, notes or other obligations of the Authority issued pursuant
to the Act.

“Information Services” means Financial Information, Inc.’s “Daily Called Bond Service,”
30 Montgomery Street, 10™ Floor, Jersey City, NJ 17302, Attention: Editor; Kenny Information
Services” “Called Bond Service,” 65 Broadway, 16" Floor, New York, NY 10006; Moody’s Investors
Service’s “Municipal and Government,” 99 Church Street, 8" Floor, New York, NY 10007, Attention:
Municipal News Reports; and Standard & Poor’s Ratings Group’s “Called Bond Record,” 25 Broadway,
3" Floor, New York, NY 10004; or, in accordance with then current guidelines of the Securities and
Exchange Commission, such other addresses and/or such other services providing information with
respect to called bonds, or such services as the Authority may designate in a Certificate of the Authority
delivered to the Trustee.

“Initial Amount” means, with respect to any Capital Appreciation Bond, the Accreted
Value of such Capital Appreciation Bond on the date of issuance thereof.
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“Interest Payment Date” means with respect to the Bonds of any Series, the interest
payment dates for such Series specified in the Supplemental Trust Agreement authorizing the issuance of
such Series, and with respect to the Series 2004A Bonds, each March 1 and September 1, commencing
March 1, 2005.

“Loan Agreement” means a loan of Series 2004A Bond proceeds to a Participant
pursuant to a Loan Agreement.

“Maturity Amount” shall mean, (i) with respect to a Capital Appreciation Bond, the Final
Compounded Amount thereof, and (ii) with respect to a Current Interest Bond, the stated principal
amount thereof.

“Maximum Annual Debt Service” means, as of any date of calculation, the largest
Annual Debt Service during the period from the date of such calculation through the final maturity date of
all Parity Debt.

“Moody’s” means Moody’s Investors Service, Inc. a corporation duly organized and
existing under and by virtue of the laws of the State of Delaware, and its successors and assigns, except
that if such corporation shall be dissolved or liquidated or shall no longer perform the functions of a
securities rating agency, then the term “Moody’s” shall be deemed to refer to any other nationally
recognized securities rating agency selected by the Authority.

“Municipal Bonds” means a bond, note, or other obligation, including a loan, lease or
installment sales agreement, issued or undertaken by a Municipality for any purpose authorized by law, as
specified in a Supplemental Trust Agreement, and collectively, the loan agreements identified in Exhibit
B of the First Supplemental Trust Agreement.

“Municipal Bond Purchase Fund” means the fund by that name established pursuant to
the provisions of the Loan Agreements concerning Funds and Accounts.

“Municipality” means any county, city, municipal corporation, school district, irrigation
district, sewer district, water district, highway district or other special purpose district or political
subdivision of the State established by law as set forth in a Supplemental Trust Agreement.

“Net Proceeds” means, when used with respect to any casualty insurance or
condemnation award, the proceeds from such insurance or condemnation award remaining after payment
of all expenses (including attorneys’ fees) incurred in the collection of such proceeds.

“Operation and Maintenance Costs” means all reasonable and necessary current expenses
of the City, paid or accruing, for operating, maintaining and repairing the System, including legal and
overhead expenses of the municipality directly related to the administration of the System, insurance
premiums, audits, charges of depository banks and paying agents, professional services, salaries,
administrative expenses, labor, and the cost of materials and supplies for current operation, but not
including depreciation, legal liabilities not based on contract, the cost of improvements to the System,
charges for accumulation of reserves, or payment of Parity Debt or Subordinate Obligations.

“Opinion of Bond Counsel” means a written opinion of Bond Counsel.

“Outstanding,” when used as of any particular time with reference to Bonds, means all
Bonds except
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1) Bonds theretofore cancelled by the Trustee or surrendered to the Trustee for
cancellation;

2 Bonds paid or deemed to have been paid within the meaning of the provisions of
the Trust Agreement concerning Discharge of Bonds; and

3 Bonds in lieu of or in substitution for which other Bonds shall have been
executed, issued and delivered by the Authority pursuant to the Trust Agreement.

“Parity Debt” means the Repayment Installments, any Prior Obligations, and any Parity
Obligations.

“Parity Lien” means any pledge, lien, security interest, encumbrance or charge of any
kind on or in all or any part of the Revenues which is equal and ratable to the lien of the Trust Agreement
on or in such Revenues.

“Parity Obligations” means all obligations of the City authorized and executed by the
City other than the Repayment Installments, the Parity Obligation Payments which are secured by a
pledge of the System Net Revenues on parity with the Repayment Installments as provided in the Loan
Agreements.

“Parity Obligation Payments” means the payments scheduled to be paid by the City under
and pursuant to the Parity Obligations, which payments are secured by a pledge of System Net Revenues
on parity with the Repayment Installments as provided in the Loan Agreements.

“Participants” means each of the Idaho cities shown on the inside cover page of this
Official Statement.

“Paying Agent,” when used with reference to any Series of Bonds, means any
commercial bank (including the Trustee and its affiliates) or trust company organized under the laws of
any state of the United States of America, or any national banking association, designated as paying agent
for the Bonds of such Series, and its successor or successors appointed in the manner provided in the
Trust Agreement.

“Payment Date” means the date on which interest, Principal Installments or Redemption
Price is due on Bonds.

“Permitted Investments” means any of the following:
@ Government Securities;

2 Obligations of any of the following federal agencies which obligations represent
the full faith and credit of the United States of America, including: Export-Import Bank, Rural Economic
Community Development Administration, U.S. Maritime Administration, Small Business Administration,
U.S. Department of Housing & Urban Development (PHAS), and Federal Housing Administration and
Federal Financing Bank;

3 Direct obligations of any of the following federal agencies which obligations are
not fully guaranteed by the full faith and credit of the United States of America: senior debt obligations
issued by the Federal National Mortgage Association (FNMA) Federal Home Loan Bank (FHLB),
Federal Farm Credit Bank (FFCB) or Federal Home Loan Mortgage Corporation (FHLMC); obligations
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of the Resolution Funding Corporation (REFCORP); senior debt obligations of the Federal Home Loan
Bank System; and senior debt obligations of other Government Sponsored Agencies approved by Ambac
Assurance;

4) U.S. dollar denominated deposit accounts, federal funds and bankers’
acceptances with domestic commercial banks, including the Trustee, its parent and their affiliates, which
have a rating on their short term certificates of deposit on the date of purchase of “P-1" by Moody’s and
“A-1" or “A-1+" by S&P and maturing not more than 360 calendar days after the date of purchase;
provided, ratings on holding companies are not considered as the rating of the bank;

%) Commercial paper which is rated at the time of purchase in the single highest
classification, “P-1" by Moody’s and “A-1+" by S&P and which matures not more than 270 calendar
days after the date of purchase;

(6) Investments in a money market fund rated “AAAmM” or “AAAmM-G” or better by
S&P, including funds for which the Trustee, its parent holding company, if any, or any other affiliates or
subdivisions of the Trustee provide investment advisory or other management services;

@) Pre-refunded Municipal Obligations;

(8) Municipal obligations rated “Aaa/AAA” or general obligations of States with a
rating of “A2/A” or higher by both Moody’s and S&P;

(€)] Investment agreements approved in writing by Ambac Assurance (supported by
appropriate opinions of counsel);

(10)  Other forms of investments (including repurchase agreements) approved in
writing by Ambac Assurance.

“Person” means a corporation, firm, association, partnership, trust, or other legal entity or
group of entities, including a governmental entity or any agency or political subdivision thereof.

“Pre-refunded Municipal Obligations” means any bonds or other obligations of any state
of the United States of America or of any agency, instrumentality or local governmental unit of any such
state which are not callable at the option of the obligor prior to maturity or as to which irrevocable
instructions have been given by the obligor to call on the date specified in the notice; and

1) which are rated, based on an irrevocable escrow account or fund (the “escrow”),
in the highest rating category of Moody’s or S&P or any successor thereto; or

2 which are fully secured as to principal and interest and redemption premium, if
any, by an escrow consisting only of cash or obligations described in clause (a)(2) of the definition of
Permitted Investments, which escrow may be applied only to the payment of such principal of and interest
and redemption premium, if any, on such bonds or other obligations on the maturity date or dates thereof
or the specified redemption date or dates pursuant to such irrevocable instructions, as appropriate, and (ii)
which escrow is sufficient, as verified by a nationally recognized independent certified public accountant,
to pay principal of and interest and redemption premium, if any, on the bonds or other obligations
described in this paragraph on the maturity date or dates specified in the irrevocable instructions referred
to above, as appropriate.
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“Principal Amount” means, as of any date of calculation, (i) with respect to any Capital
Appreciation Bond, the Accreted Value thereof as of such date of calculation, and (ii) with respect to any
Current Interest Bond, the stated principal amount thereof.

“Principal Installment” means, with respect to amounts due for the Bonds of any Series
as of any date, (i) the Principal Amount of all Outstanding Bonds of such Series due on such date for
which no Sinking Fund Installments have been established, and (ii) the Sinking Fund Installments due on
such date for Outstanding Bonds of such Series.

“Principal Office” refers to the office of the Trustee noted in the provisions of the Trust
Agreement concerning Notices, except that for payments on Bonds and any exchange, transfer or
surrender of Bonds, the Principal Office shall be U.S. Bank National Association, 60 Livingston Avenue,
Bond Drop Window, EP-MN-WS3T, St. Paul, Minnesota 55107, or such other or additional offices as the
Trustee may designate from time to time.

“Principal Payment Date” means with respect to the Bonds of any Series, the principal
payment date for such Series specified in the Supplemental Trust Agreement authorizing the issuance of
such Series, which shall be any date on which principal of the Bonds is required to be paid (whether by
reason of maturity or redemption).

“Prior Loan” means, collectively, the Department of Health and Welfare Loan Offer,
Acceptance and Contract for Wastewater Facility Design and Construction entered with DEQ into on the
date and in the amount specified in Schedule 1 of the Loan Agreements, and the City’s promissory note or
obligation to DEQ upon full disbursement of the loan.

“Prior Obligations” means the obligations specified in Schedule 1 of the Loan
Agreements.

“Project” means the sewer improvement and construction program financed in part by the
Prior Loan.

“Purchase Price” means the principal amount of the Municipal Bonds plus accrued
interest to and including the date of purchase, as set forth in Exhibit B of the First Supplemental Trust
Agreement.

“Rating Agencies” means, as of any date, (a) Moody’s, if Moody’s then maintains a
rating on the Bonds, and (b) S&P, if S&P then maintains a rating on the Bonds.

“Rating Category” means one of the general long-term (or short-term, if so specifically
provided) rating categories of either Moody’s and S&P, without regard to any refinement or gradation of
such rating category by a numerical modifier or otherwise.

“Rebate Fund” means the fund by that name established pursuant to the provisions of the
Trust Agreement concerning Tax Covenants and Rebate Fund.

“Record Date” means with respect to the payment of interest on any Series of Bonds, the
date or dates specified as such in the Supplemental Trust Agreement authorizing such Series.

“Redemption Date” means the date fixed for redemption of any Bonds.

Appendix A - Definitions-10



“Redemption Price” means, with respect to any Bond (or portion thereof), the principal
amount of such Bond (or portion) plus the applicable premium, if any, payable upon redemption thereof
pursuant to the provisions of such Bond and the Trust Agreement.

“Repayment Amount” means the amount specified in Schedule 1 of the Loan
Agreements.

“Repayment Installment” means any amount that the City is required to pay directly to
the Trustee pursuant to the provisions of the Loan Agreements concerning Allocation of Revenues as a
repayment of the loan made to the City under the Loan Agreements, which amount is determined in
accordance thereto.

“Repayment Installment Date” means the dates corresponding to the Repayment
Installments, as set forth in Exhibit B of the Loan Agreements.

“Representation Letter” means the blanket letter of representation of the Authority to
DTC or any similar letter to a substitute depository.

“Responsible Officer” means any officer of the Trustee assigned to administer its duties
under the Trust Agreement.

“Revenue Fund” means the Fund so designated established pursuant to the provisions of
the Trust Agreement concerning Funds and Accounts.

“Revenues” means (i) all amounts payable to the Authority pursuant to the Municipal
Bonds, (ii) all investment earnings thereon, (iii) moneys received by the Authority pursuant to Section 67-
8727, Idaho Code, (iv) any State Sales Tax Revenues, and (v) all other moneys received by the Authority
and designated by the Authority as Revenues. The designation by the Authority of any moneys as
Revenue shall specify in which fund, account or subaccount the moneys shall be deposited.

“Sales Tax Secured Debt” means the Bonds, any Additional Bonds, Funded Debt, bonds
outstanding on the effective date of the Act secured by State Sales Tax Moneys but not including tax
anticipation notes issued by the State of Idaho pursuant to Section 63-3202, Idaho Code.

“Securities Depositories” means: The Depository Trust Company, 711 Stewart Avenue,
Garden City, NY 11530, Fax: (516) 227-4039 or -4190; Midwest Securities Trust Company, Capital
Structures-Call Notification, 440 South LaSalle Street, Chicago, IL 60605, Fax: (312) 663-2343;
Philadelphia Depository Trust Company, Reorganization Division, 1900 Market Street, Philadelphia, PA
19103, Attention: Bond Department, Fax: (215) 496-5058; or such other addresses and/or such other
securities depositories as the Authority may designate to the Trustee.

“Serial Bonds” means Bonds for which no sinking fund payments are provided.

“Series,” whenever used in the Trust Agreement with respect to Bonds, means all of the
Bonds designated as being of the same series, authenticated and delivered in a simultaneous transaction,
regardless of variations in maturity, interest rate, redemption and other provisions, and any Bonds
thereafter authenticated and delivered upon transfer or exchange of or in lieu of or in substitution for (but
not to refund) such Bonds as provided in the Trust Agreement.

“Series 2004A Bonds” means the Idaho Bond Bank Authority Revenue Bonds, Series
2004A, authorized by, and at any time Outstanding pursuant to the Trust Agreement.
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“Series 2004A Costs of Issuance Account” means the Account so established by the
provisions of the First Supplemental Trust Agreement concerning the Procedure for the Issuance of Series
2004A Bonds

“Series 2004A Principal Payment Date” means with respect to the Series 2004A Bonds,
each September 1, commencing September 1, 2005.

“Series 2004A Record Date” means with respect to the Series 2004A Bonds, the fifteenth
(15™ day of the calendar month preceding the calendar month in which each Interest Payment Date
occurs.

“Sinking Fund Installment” means an amount so designated which is established pursuant
to the provisions of the Trust Agreement concerning the General Provisions for Issuance of Additional
Bonds with respect to any Series of Bonds other than the Series 2004A Bonds, which shall be as provided
in a Supplemental Trust Agreement.

“S&P” means Standard & Poor’s Ratings Group, a corporation duly organized and
existing under and by virtue of the laws of the State of New York, and its successors and assigns, except
that if such corporation shall be dissolved or liquidated or shall no longer perform the functions of a
securities rating agency, then the term S&P shall be deemed to refer to any other nationally recognized
securities rating agency selected by the Authority.

“State” means the State of Idaho.
“State Sales Tax Act” means Idaho Code, Title 63, Chapter 36, as amended.

“State Sales Tax Moneys” means the moneys collected by the State pursuant to the State
Sales Tax Act.

“State Sales Tax Revenues” means the moneys transferred to the Authority from State
sales taxes as provided in Section 63-3638 of the State Sales Tax Act and Section 67-8716 of the Act.

“Subordinate Obligations” means the obligations of the City that are subordinate in
payment to the Repayment Installments.

“Subordinated Indebtedness” means any bond, note or other evidence of indebtedness,
which is expressly made subordinate and junior in right of payment to the Bonds and which complies
with the provisions of the Trust Agreement concerning Subordinates Indebtedness. Any such
Subordinated Indebtedness shall not be nor be deemed to be Bonds for purposes of the Trust Agreement.

“Subordinated Indebtedness Fund” means the Fund so designated established pursuant to
the provisions of the Trust Agreement concerning Subordinates Indebtedness.

“Subordinated Indebtedness Trust Agreement” means the resolution, indenture, trust
agreement or other instrument authorizing the issuance of any Subordinated Indebtedness.

“Supplemental Trust Agreement” means any trust agreement then in full force and effect
which has been duly executed and delivered by the Authority and the Trustee amendatory thereof or
supplemental thereto; but only if and to the extent that such Supplemental Trust Agreement is executed
and delivered pursuant to the provisions of the Trust Agreement.
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“Surplus Fund” means the Fund so designated established pursuant to the provisions of
the Trust Agreement concerning Funds and Accounts.

“System” means all of the City’s sewer system, and its sewer facilities and properties
now owned or thereafter acquired, whether situated within or without City boundaries.

“System Net Revenues” means the remaining revenues of the System after deducting
Operation and Maintenance Expenses.

“System Revenues” means all gross income and revenue received or receivable by the
City from the ownership or operation of the System, determined in accordance with Generally Accepted
Accounting Principles, including all fees (including connection fees), rates, charges and all amounts paid
under any contracts received by or owed to the City in connection with the operation of the System and
all proceeds of insurance relating to the System and investment income allocable to the System and all
other income and revenue howsoever derived by the City from the ownership or operation of the System
or arising from the System.

“Tax Certificate” means the Tax Certificate delivered by the Authority at the time of the
issuance and delivery of a Series of Bonds, as the same may be amended or supplemented in accordance
with its terms.

“Term Bonds” means Bonds which are payable on or before their specified maturity
dates from sinking fund payments established for that purpose and calculated to retire such Bonds on or
before their specified maturity dates.

“Trust Agreement” means the Master Trust Agreement, dated as of December 1, 2004
between the Authority and the Trustee, as originally executed and as it may from time to time be amended
or supplemented by all Supplemental Trust Agreements executed pursuant to the provisions thereof.

“Trustee” means U.S. Bank National Association, or any other association or corporation
which may at any time be substituted in its place as provided in provisions of the Trust Agreement
concerning the Trustee.

“Trust Estate” means, subject only to the provisions of the Trust Agreement permitting
the application thereof for the purposes and on the terms and conditions set forth in the Trust Agreement:
(i) the Revenues and (ii) all amounts on deposit in the funds and accounts held and maintained pursuant to
the Trust Agreement including the investments, if any, thereof.

“Written Request of the Authority” means an instrument in writing signed by or on behalf

of the Authority by its Secretary, Treasurer or by any other person (whether or not an officer of the
Authority) who is specifically authorized by resolution of the Authority for that purpose.
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[Date of Issuance]

Idaho Bond Bank Authority
Boise, Idaho

Idaho Bond Bank Authority Revenue Bonds, Series 2004A
(Final Opinion)

Ladies and Gentlemen:

We have acted as bond counsel in connection with the issuance by the Idaho Bond
Bank Authority (the “Issuer”) of $11,070,000 aggregate principal amount Idaho Bond Bank
Authority Revenue Bonds, Series 2004A (the “Bonds”). The Bonds are being issued pursuant to a
Master Trust Agreement, dated as of December 1, 2004, as supplemented by a First Supplemental
Trust Agreement, dated as of December 1, 2004 (collectively, the “Trust Agreement”), between the
Issuer and U.S. Bank National Association, as trustee. The Bonds are issued for the purpose of
making loans of the proceeds thereof to certain municipalities identified in the Trust Agreement (the
“Municipalities”) pursuant to loan agreements (the “Loan Agreements”), dated as of December 1,
2004, between the Issuer and each of the Municipalities. Capitalized terms not otherwise defined
herein shall have the meanings set forth in the Trust Agreement.

In such connection, we have reviewed the Trust Agreement, the form of Loan
Agreement, the Tax Certificate, dated the date hereof (the “Tax Certificate”), opinions of counsel to
the Trustee and the Issuer, certificates of the Issuer, the Trustee, the Municipalities and others, and
such other documents, opinions and matters to the extent we deemed necessary to render the
opinions set forth herein. In particular, we have relied on the opinion of Moore Smith Buxton &
Turke, Chartered, special counsel to the Issuer, regarding, among other matters, the validity of each
Loan Agreement and the exclusion of interest on each Loan Agreement from gross income for
federal income tax purposes.

Certain agreements, requirements and procedures contained or referred to in the
Trust Agreement, the Tax Certificate and other relevant documents may be changed and certain
actions (including, without limitation, defeasance of the Bonds) may be taken or omitted under the
circumstances and subject to the terms and conditions set forth in such documents. No opinion is
expressed herein as to any Bond or the interest thereon if any such change occurs or action is taken
or omitted upon the advice or approval of counsel other than ourselves.

The opinions expressed herein are based on an analysis of existing laws, regulations,
rulings and court decisions and cover certain matters not directly addressed by such authorities. Such
opinions may be affected by actions taken or omitted or events occurring after the date hereof. We
have not undertaken to determine or to inform any person, whether any such actions are taken or
omitted or events do occur or any other matters come to our attention after the date hereof. Our
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Idaho Bond Bank Authority
, 2004

engagement with respect to the Bonds has concluded with their issuance, and we disclaim any
obligation to update this opinion. We have assumed the genuineness of all documents and
signatures presented to us (whether as originals or as copies) and the due and legal execution and
delivery thereof by, and validity against, any parties other than the Issuer. We have assumed,
without undertaking to verify, the accuracy of the factual matters represented, warranted or certified
in the documents, and of the legal conclusions contained in the opinions, referred to in the second
paragraph hereof. Furthermore, we have assumed compliance with all covenants and agreements
contained in the Trust Agreement, the Loan Agreements and the Tax Certificate, including without
limitation covenants and agreements compliance with which is necessary to assure that future
actions, omissions or events will not cause interest on the Bonds to be included in gross income for
federal income tax purposes. We call attention to the fact that the rights and obligations under the
Bonds, the Trust Agreement, the Loan Agreements and the Tax Certificate and their enforceability
may be subject to bankruptcy, insolvency, reorganization, arrangement, fraudulent conveyance,
moratorium and other laws relating to or affecting creditors’ rights, to the application of equitable
principles, to the exercise of judicial discretion in appropriate cases and to the limitations on legal
remedies against public entities in the State of Idaho. We express no opinion with respect to any
indemnification, contribution, penalty, choice of law, choice of forum or waiver provisions
contained in the foregoing documents nor do we express any opinion with respect to the state or
quality 